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"oj;cloeck a.m, by Walter S. Hallanan, Chalrman.

v TUESDAY MORNING

March 23, 1954

The Meeting of the National Petroleum Cour cil
held in Conference Rooms A and B of the Departmental
Audltorium, between 12th and l4th Streets on Constitution

Avenue, Washington, D. C.,, was called to‘order at 10:15

CHAIRMAN HALLLANAN: The Councll will please come
to order,

Gentlemen, this 1s the first meeting of the newly

appointed Natlonal Petroleum Council for the year 1954, ap-
pointed by the Secretary of the Interilor, Mr. McKay.

At this meeting 1t 1s always provided that we have
an organlzation of the Coﬁncil for the ensulng year, for
which we will name a committee within a few minutes.

In the meantime I should like to ask the Secretary
to call the roll, We have some new members of the COuncil,
and as thelr names are called I should like to have them rise

80 that I can present fhem personally to the members of the

. Councll.

SECRETARY-TREASURER JAMES V. BROWN: If there are
alternates present for members who are not here, when I
call the names, will the alternate please rise and give hos
name for the record.

++« The following members and alternates responded



to the roll call ..,

Robert 0O, Anderson
Hines H. Baker

Max W. Ball

Munger T. Ball
Fred E., Bergfors
Jacob Blausteln
Paul G. Blazer
Reld Brazell

J. 8, Bridwell
Bruce K. Brown
Russell B. Brown
Frank Hayes
Charles A. Chipman
J. P. Jones

Stuart M. Crocker
Otis Ellis

H. L. Kennedy
Fayette B. Dow
Warwick M. Downing
Wesley E. Downing
Gordon Duke

James P. Dunnigan

W. W, Flenniken

A. A, Stambaugh

.B. C. Graves

~B. I. Graves

Walter Hallanan
Jake L, Hamoﬁ
George J. Hanks
B. A. Hardey
John Harper

Mr. McClure
Harry B. Hilts
Eugene Holman
A. Jacobgsen

W. Alton Jones
Mr. Johnson

K. L. Kellogg
Richard G, Lawton
D, K. Ludwig

J. J. Cosgrove
Ed Falk

A, Adamowski

A. C. Mattel

W. A, Moncrief
S. F. Niness

John F. 0'Shaugnessy

J. R. Parten




lJoseph E. Pogue
Frank M. Porter
Walter R, Reltz
S1d W. Rlchardson
M. H. Robineau

J. French Roblnson
Roland V. Rodman
A. H. Rowan

John Ruan

Mr. O'Hara

P. C. Spencer

Lee Parsons

W. K. Whiteford
Otls Ellis

William M, Vaughey
Se M, Vockel

J. Ed Warren
Willlam K, Warren
.R.‘L. M11ligan
Otls Ellis

fH, B, Né}sﬂn, Jr.
Claude wilde

W. G. Whaley

«+. During the roll call Chalrman Hallanan

introduced new members and made the following remarks ...
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... When Mr. X. L., Kellogg's name was called ...

CHAIRMAN HALLANAN: Mr. Kellogg, would you please
rise, I desire to present to the Council Mr., Kellogg, of
the American Association of Ollwell Drilling Contractors, of
éompton, California., We are delighted to welcome you to
the Council, Mr. Kellogg. (Applause) |

... When Mr. Ludwlg's name was called ...

CHAIRMAN HALLANAN: Mr, Ludwig, will you please
rise, Gentlemen, I deslre to present a new member of the
Council, D. K; Ludwig, President, Natlonal Bulk Carriers,
Inc., New York. We are delighted to have you here, Mr.
Ludwig. {Applause) |

... When Mr. Moncrieffs name was called ...

CHAIRMAN HALLANAN: Mr. Monerief, I don't think 1t
1s necessary to 1lntroduce you to this crowd; everybody knows
you anyway -- Mr. Moncrief, of Fort Worth, Texas, independent
oil producer. (Applause)

«.. When Mr., Ruan's name was called ...

CHAIRMAN HALLANAN: Mr., Ruan, will you please rise,
sir. Gentlemen, I desire to present a new member of the
Council, Mr. John Ruan, President, National Tank Truck
Carriers, Inc., Des Moines, Iowa. Mr. Ruan we are glad to
have you a&s a member of the Councilﬂ (Applause)

.+« When Robert E. Wilson's name was called ...

CHAIRMAN HALLANAN: I might say,‘gentlemen, in




passing, that this is the first meeting of the Council

which Dr. Wilson has mlssed since its organizatién, and he
wanted me to express his great regret that his perfect record
was going to be marred by his inability to be here today; but
it 1s Indlicatlve of the fine record we have had at these
meetings from the members of the Councll over these years.

CHAIRMAN HALLANAN: Gentlemen of the Counéil, I
have the sad duty to notilfy you offilcially that since the
last meeting'of the Council we have lost in death two very
valued and beloved members bf thls group, Mr. R. H. Hargrove,
of Shreveport and Mr. C. A. Johnson, of Los Angeles.

I ngire to recognize at this time Major R. H.
Hardey ~-- to present the memorial resolutlion in regpect to
the passing of Mr. Hargrove, Major Hardey.

MR. B, A. HARDEY: Mr. Chalrman and Members of the
Counelil:

On January 10, 1954{ there were‘no survivors of a
plane crash near Shreveport, Louisiana. One of the ten
passengers was R. H. Hargrove, president of Texas Eastern
Transmisslon Corporation.

Mr. Hargrove lost his l1life at the zenith of a
brilliant career that had been gathering momentum with the

passing years, For over a guarter of a century he had

been assoclated with the oll and gas industries in Texas




8

and Loulsiana. During that time he made a significant contrib-
utlion to the advancement of both.

Reginald H. Hargrove was born on October 6, 1897,
in Marshall, Texas, but grew up 1in Shreveport where he was
- graduated frpm Shreveport High School. He attended Rice
Inatitute in Houston, and wlth the advent of World War I he
entered the Army as a second lieutenant in the Coast
Artilliery Corps. He served two years, several months of which
were spent 1ln France. |

Upon his return from the service at the end of
World War I, he became general manager of an abstract company
in Shreveport, where he remalned until 1928, At this time
he became assoclated with the land department of the Palmer
Corporation, a predecessor company of United Gas Corporation.
His loyalty, tremendous capaclty for work and outstanding
ability foreshadowed hils continuous rise in positions of
importance and responsibility in his chosen fileld. |

In a 1little more than a year, R. H. Hargrove was
elected vice-presldent of Loulslana Gas and Fuel Company and
subsidiaries, which included the Palmer Corporation. And
in yet another year; followlng the organization of United
Gas Corporation, he was elected viece-president of all active
domestic operating subsidiaries of that company.

His years of service to Unlted Gas continued to

1947,'and d%ping this time the scope of his responsiblility .




increased to a polnt where he was vice~preasldent and
general manager of Union Producing Company, United Gas Pipe
Line Company, and United 01l Pipe Line Company, as well as
vice-president and a direcfor of Unlted Gas Corporation,
parent company of the United Gas group.

"Reg" Hargrove quickly became identified as a
leader in the community life of Shreveport, and through the
Yyears gave freely of hls time and abllities to promote 1ts
growth, Thils included active participation in both church
and eclvie affairs.‘

As an outstanding cltizen and businessman 1t was
logical that with the formafion of a new company with great
potentlal he should be consldered for a position of leader-
ship. Therefore, on March 1, 1947, he became associated‘
wilth Texas Eastern Transmisaibn Corporation, and on May 28,
1947, he was elected president. Subsequently he built the
organization and completed the financing and other arrange-
ments to purchase and operate the war-bullt Big Inch and
Little Blg Inch pipelines. The succesaful donversion of
these 0ll and product lines to gas transmission lines was
an outstandlng industry achlevement. He contlnued to lead
Texas Eastern through the next seven years with conviction,
courage, and wisdom, 3o that at the time of his death it
was one of the nationis major natural gas carriers.

Upon the outbreak of the Korean War he was called
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upon to help organize and establish the (Gas Divislon of the

Petroleum Adminlstration for Defense. He served from Februafy
12 to'April 1, 1951, as acting assistant deputy admlnistra-
tor in charge of gas‘matters in the establishﬁent of ﬁhe
Petroleum Administration for Defense Gas Division. He was a
member of several oll and gas advisory groups., He was a
member and past president of the American Gas Association; a
director of the Independent Natural Gas Assoclatlon of
America, and a membef of the American Petroleum Instltute,
Mid-Continental 0il and Gas Assoclation, and Te#as Mid-
Continental 01l & Gas ASsociation.

WHEREAS, R, H. Hargrove, a member of the National
Pétroleum Council since December 29, 1949, lost his iife in
an untimely accildent on,January'lo, 1954; and

WHEREAS, he made an outstanding and significant
contribution during his 1ifetime'to the progress and
development of the oil aﬁd gas industries; and

WHEREAS, the Natlonal Peticleum Council, by hils
pasaing has lost a close friend and'faluable‘member;

NOW THEREFORE BE IT RESOLVED:

That the Natibnal Petroleum Councll does record
i1ts sincere regret in hils passing and resolve that coples
of this resolution be filed in the permanent records of the
National Petroleum Councill.

BE IT ALSO RESQLVED, that coples of thils minute be
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forwarded to the members of the immediate famlly of R, H.

Hargrdve, together with the deepest sympathy of the members
of this council.

Mr., Cha;rman, I move the adoption of the fesolution.

CHAIRMAN HALLANAN: May I ask for a rising vote
-on the adoption of thls resolution.

... The audlence arose ,..

CHAIRMAN HALLANAN: The resolutlon is unanimously
adopted.

The Chailr recognizes Mr. Russell Brown.

MR. RUSSELL B, BROWN: Mr. Chalrman and Fellow
Members of the Council: It is with deep regret that I have
to announce the death of Carl A. Johnson. Carl haé been a
member of the Council since 1lts 1nceptlon and has contributed
greatly to the welfare of the petroleum lndustry. He was &
quiet man; he was a man of great integrlty and firm person-
ality, He was a great addition to the 0il industry in
California and to this natlon. I therefore offer a resolu-
tion in memorium as follows:

It is with a sense of great regret and deep
sorrow that the National Petroleum Councll records the
passing of Carl A. Johnson on March 2, 1954.

Born in Martinsburg, Nebraska, March 13, 1877, Carl
Johnson became assoclated wilth the Holly Sugar Company,

Holly, Colorado, in 1908; in 1910 he moved to Californla,
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where he was Pacific Coast manager of the Holly Suéar
Corporatidn. He was one of the organizers of the Holly
Development Company, of which compan& he served as president
from 1933 untll his death.

He was one of the organizers of the Wyoming-
California Petroleum Company and served as presldent of that
| company since 1933.

At the time of his death he was chalrman of the
board of the Holly 0il Company, and also chailrman of the
board of Socal 0il and Refining Company -- both at Los
Angeles, California.

He was past president and director of the Inde-
pendent Refiners Assoclation of California, a director of
the 011 Producers Agency of California and the Western 01l
and Gas Assoclation. He was the first vice-presldent of
the Independent Petroleum Aésociation of Amerleca for
Southern Californla and was a director and member of the
executive committee of that Assodiation untll his death.

He was a member of the Petroleum Industry War
Council, and has been a-member of the National Petroleum
‘Council since its organization in 1946,

| He was a member of the California Club, the
Jonathan Club, and the Al Mala;kah Temple of the Shrine,
Los Angeles, California.

Carl A, Johnson, in the fullest sense,
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participated in the industrial and soclal 1llife of the

community in which he llved. For years he has, thrqugh hils
patience of character, hls fullness of experlence and under-
standing of the petroleum industry, been a leadlng con-
tributor to the development of the petroleum industry in the
.United States and the contribution this industry has made to
the bullding of our country.
On passing, he left surviving him his widow, Mary
D. Johnson, and two sons, Loomis and Arthur Johnson.
:IT IS RESOLVED THAT on thils, the 23rd day of March,
1954, the National Petroleum Council, meeting in Washington,
D, C., express 1ts appreciation for the many useful contribu-
tions to f{he progress of ﬁhe work of this Council and the
'petroleum‘industry that have been made by Carl A, Johnson,
reccrd its profbund sense of loss on his passing, and extend
"1ts slincere synpathy to his family and associates.
IT IS PURTHER RESOLVED th#t this resolution
be entered upon the permanent records of the Council and a
copy thereof delivered to his fﬁmily.
Mr. Chairman, I move the adoption of this resolu-
tion.r
" CHAIRMAN HALLANAN: '‘May I agaln ask, gentlemen,
for a rising vote on the adoption of this resolution.

«s s The audlence arocse ,..

CHAIRMAN HALLANAN: The resclution 1s unanimously
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adopted.

Coples of the minutes of the'last meeting of the
Council held on December 3, 1953 were mailed to the members
on December 29, 1953. What is your pleasure?

.o« It was moved and dﬁly seconded that the
the minutes be adopted ...

CHAIRMAN HALLANAN: It has been moved and seconded
that the minutes as malléed be adopted. All 1n favor 1indicate
by saying "aye"; contrary-minded "no." It is so ordered.

| ..+ Unanimous ...

CHATRMAN HALLANAN: The next 1s the report of the
Secretary-Treasurer. |

MR, JAMES B, BROWN: Our first report on the
calendar year 153, for whlich year you very kindly voted &
budget of $85,000 -- we started the year with $7,998; we
took in $112,499 from contributions, publications, and so on.
Out of the money we spent $87,440, of which $12,000 was
transferred to our permanent or reserve fund. That 1eft
us with $23,056 at the end of the calendar year. We have
been operating since then wlthout a budget.

We have taken in $553; we spent $13,023; and have
at the present time $10,586 in our general fund.

The reserve or permanent fund 1s $77,000. All
put $3,500 of that is in Government bonds.

CHAIRMAN HALLANAN: You have heard the report,
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... It was duly moved and seconded that the
report be approved ...

CHAIRMAN HALLANAN: You have heard the report,
and 1t has been moved and seconded that the report be
approved and received.‘ All in favor lndilcate by saying
"aye"; contrary, "no." The report is-adopted,

. Unanimousl....

CHAIRMAN HALLANAN: The Chair recognizes Mr.

- Ed Warren.

MR, J. ED WARREN: Mr. Chairman, I move that the
Chairman bé empowered to appoint a Nominating Committee of
five to retire and consider nominatlons for the Chalrmen,
Viece Chairman, and the two permanent commlittees of the
Councll, the Agenda Committee and the Nominating Committee.

«:s The motlion was duly seconded ...

CHAIRMAN HALLANAN: You have heard the motlon. All
in favor slgnify by saying "aye"; contrary "no." The motion
is adopted.

.+« Unanlmous ...

CHAIRMAN HALLANAN: The Chalr will appoint as
members of the Nominating Commlttee:

Mr. Warren, Chalrman

Mr. Jake Hamon

J.‘French ﬁobinson

Eugene Holman
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B. C. Graves.

MR. WARREN: If the Nominating Committee will meet
With me 1n the back room we can go over the slate and bring
1t back in.

.’CHAIRMAN HALLANAN: While the Nominating Committee
has‘retired_for the conference, I will ask Mr. Jacobsen to
present the report of the Agenda Committee. Mr. Jacobseh.

+»+ Mr., Jacobsen presented the report of the Agenda
Committee ...

MR. JACOBSEN: I recommendation adoption by the
Council of this report,

«+. The motlon was duly seconded ...

‘CHAIRMAN HALLANAN: You have.heard the report sub-
mitted by Mr. Jacobsen as Chalrman of the Agenda Committee.
It has been moved and seconded that the report be adopted.
All in favor indicate by sahing "aye"; cbntrary "no." The
report 18 unanimously adopted.

+++ Unanimous ,,.

CHAIRMAN HALLLANAN: Gentlemen, we have a visitor
here thils morning, a repﬁeaentative of the Office of Defense
Mobilization, and we are’delighted to have this opportunity
to have him come and sit in with us and for us to hear a
message from him. This Council is closely tied in with the

problems of natlonal defense, and I have great pleasure in

presenting to the Councll at this time Colonel Enter,
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Director, Continulty of Industry Dilvislon, Offlce of

Defense Mobilization. (Applause)

COLONEL TED E. ENTER: Thank you, Mr. Chairman.

Gentlemen, 1t is a great pleasure to have the
opportunity to appear before you today; and 1t was very
gratifying to hear the letter that the Secretary Just read
from Mr. Stewart concerning this very realistilc prdblem of
attack damage upon the United States, and to see that the
Councll has presented to them the challenge of looklng iInto
1t and see what, I might say, oﬁe of the most vital indus-
tries of the United States can do about 1t -~ the petroleum
and refining industry.

As you are all well aware, 1t was not very long
ago that the Presldent of the United States lndlcated in a
message to the people that the Soviets have the atomic
bomb and they have the capability of delivering 1t. But what
I would like to do today 1s just briefly oﬁtline what the
programs and pollcles are from the standpoint of dealing
wlth this with industry and the Government's assigtance,
and the @overnment planning inviting industry wlth the
basis of getting on with trylng to take care of the Job
within industry.

Since thls capabllity dqes exist the capability of
atomic attack upon the United States does develop a whole

new scope in our mobilization plan.
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As you all are aware of the establishment of
our mobilization base and the capaclty to produce the re-
quiremeﬁts of warhas,developed largely under the conventlonal
conslderations aﬁtendant to & dynamic ecqnomylundef stable
internal condltions. |

In other words, the attack principle was not the
overriding principle in developing our great mobllization
base.that we have today.

Nﬁw, considerations of massive damage to the
Unlted States, to 1ts industrlal capacity, has not, untill
very recently, become a prominent factor in mobilization
plans..

Now, since we are faced with thls new c¢apabllity
and with the very grim fact thét 1f attack 1s'possib1e, a
major portion of the capaclty that we have thus far created
and established may be very vulnerable and it may not be
avallable i1f attack 18 successful when we need 1t the most.
And in thinking in these terms, this, you might say, new
dimension of nuclear attack in mobilizatlon planning
creates at least four new problems whlch have to be taken
into conslderation,

The first 1s the avallabllity of capacity to meet
defense production requirements, Where is 1t?' Is 1t vulner-

able if we have an attack -- will 1t be there?

The second,requirements, means new levels, new
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types of requirements that mQSt be considered from the
standpoint of shifting programs to meet the rehabilitation
requirements and to adjuéf production in lihe with surviving
capaclty.

And the third, the procedures, such as emergency
controls which might have to be established in the event of
attack in the bomb-devastated areas, including the maximum
decentralization of authority so as to swiftly determilne
priorities and allocations and facilitate the necessity of-
makling declsions, qr the necesaary decislons that have to
be made.

And fourth is the recuperatién problem, the recuper-
ation cycle of industry to come back, that 1s, new techniques
and measures to speed up thls rehabilitation and to maintain
the continulty of produc¢tlion, even under attack conditions.
Those must be developed.

Now, some of these include the unlique and unprece-
dented procedures for transferring production from damaged to
undamaged facllities, and to‘areas which are not subject to
attack, as well as effective and expeditlous procedures for
facility rehabilitation, and many pre-attack measures such
as dlspersal and stockplling.

In order to get at a ﬁroblem of this nature we have

to make some baslc assumptions, If we accept this thesls

. of attack, and surely we must 1ln the face of not only what
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the President says, but with what we know the capablility

-to be of those who oppose us, we must accept the conclusion
that our planning assumptions must 1nclude this implication
and such capabllity to come back from attack.

Our conventional assumptions heretofore have
always been based on plain mobilization planning, that ig --
one -- the factors that "ell into four categories --lone
was, "Well, what is the length of the war?"

Second, "Where 1s 1t lilkely to be fought?"

Third, "The nature of the combat'; and |

Fourth, "The slze of the armed forces and probable
distribution,"

With those, you could pretty well measure your
requirements, your program, your scheduling. |

Now we come to an extenslon of these assumptions
-- 1n order o consider any type of current planning, we
will say the nuclear thesis, these assumptipns must be
extended to include the major capabllity of attack upon the
U, S. -- Just what can they do to us -- what is the nature
of the attack on us -- whether 1t will be on strategic
targets or target systems, or whether 1t will be a combina-
tion of strategle targets and tactical targets.

When I say "strateglc targets" I am thinking

mostly in terms of our prime industrial centers and our

prime industrial complexes, and many of those complexes are
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refining complexes.

Preliminary investigation and just analysis of
the problem you are ablé to make by your daily reading,
indicates that it 1s very likely or quite likely that while
some tactlcal targets will be selected, considerable emphasls
will be put on our industrial targets., It seems falrly
evident, too, that our industrial centers will be prime
targets, becaﬁse, having twice attained‘victory in war
through the mobilizatlon of our industrial potentlal, 1t is
most reasonable to assume that any eneﬁy would attempt to
destroy or 1mmobllize this potention at the very outset
of any war.

Therefore, in addition to the other assumptions
we may assume that our industrlal centers will become front
line targets. I mean, the rear echelon has moved up to the
fox hole under these conditions, and for the first time in
our history we may be faced with a problem of produetion’
while under attack -- something we have not heretofore ever,
in the history of our country, thought about.

Now, the last assumption, you might take into
consideration 1s, in planning for this- type of thing in
Industry or in any type of industry planning, 1s the welght
and frequency of the attack and number of successful hits,

together with the radius of probable damage. 'And all of

those make a balance to approach the problem,
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Noew, Individually we can't do that. But from a
standpolnt of weighihg the problem within Government and
giving advice, those things must be integrated into a
general overall th;nking plan.

| Now, I sald strateglc targets or industrial
targets are likely to be hit, and that our industrial
potentials have twlce won victory for us.
| Let me Jjust shqw you in one chart here what I
mean, what I mean by that. I have one'sméll chart here
that shows concentration of our production in the United
States, _

(Chart)

These are thirty citles -- thirty-one -- fifty
clties -- let's Just stop right here at fifty cltiles
(indicating). Let's Just pause fof a moment at fifty
cities; At flfty citles we have 71 per ceﬁt, in fifty
metropolitan areas we have 71 per cent of our Industrial
capacity, 1lndustrial potentiai capaclty to produce, and in
this point eight million workers represents 54 per cent of
our industrial workers -- fifty targeté of a'manageable

target system for the enemy.

Just pausing right here you can see it does not go

up very much -- fifty citles -- we have got 71 per cent,
and we have 54 per cent of our industrial workers,

Now, getting behind that, just getting down a
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little bit lower to show the manageablility of our 1ndustrial
potent:al oy attack by the enemy, let's take ten cltles here
which are broken down into defense production caregories --
the thing is the hard core that we have to have to fight in
these industrial caregoriles, |

We find in ten cltles, whiech are New York, Chicago,
Detroit, Los Angeles, Plttsburgh, Cleveland, Boston, St.
Louls, . San Franclsco, forty per cent qf our industrilal
capaclty in the followlng defense categories: .52 per cent
of our electrical machinery l1s in ten citiés; 51 per cent of
transportation equipment; 48 per cent of the instruments
and related producﬁs; 48 per cent (and that is close to your
industry) petroleum and coal produects; 46 per cent fab-
ricated metal products; 43 per cent of primary metal
products; 43 per cent of chemical and allied products; and
35 per cent machlnery and electrical products,

" That 1s pretty tight concentration. I¢ has been
necessary thfough Bur past history to have an integrated
industry complex., But at the same time, we have made our-
selves very vulnerable to this thent:

Now, I have taken here hypothetical damaée.
assumptlons -- this is merely taken from the census, there
13 nothing classified about 1t, taken on the basis of
thirty cit;es, the same defense production categories on a

Pifty per cent damage basis to those cities. These are the
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citles here (indlcating),

This 1s something of what 1t would look like.

We would lost, on fifty per cent damage assumption, 28 per
cent of chemical and allled products production capacilty;
27 per cent of petroleum and coal prdduction; 32 per cent
of rubber production; 30 per cent of primary metal, and so
on.

Now, that 1s at the moment of impact of the bomb.
That does not take into account the recuperative cycle of
‘1ndustry,‘ Maybe ten days later this would change greatly.
But from the standpoint of at the moment and at the optimum
place of the bomb where the enemy should put 1t to get the
maximum amount of damage and the relation of industry of
that area,.of those citles, and on a fiftyrper cent basis
we would look something like that. And 1t would be a pretty
tough Job 1f we just let 1t happen, gave no thought to it,
and then saw what we could do afterwards. | .

Now, I showed you some charts here. However,
large scale damage is not necessarlily any kind of a criterias
or criterion for any type of occasion of what we are faced
with, One single city in the UnitedIStates, Just taking
éne'which represents less than one per cent of the totall
production 1ln the United States of doliar.value added, has
in 1t -- 1t produces 95 per cent of the natlonal total of an

- item most essential to aircraft production, without which
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aireraft production could not go forward; T4 per cent of
the national total of an ltem essential to ftank prqduction;
and 67 per cent of the national total of an ltem essential
to automobive production -~ one single city.

So 1% spreads acreosa the board. You can say,
"Well, we can lose 32 per cent; we can lose 10 per cent."
Yet, this one city wlth one per cent would immobllize vast
segments 6f production.

Now, we.face two prﬁblems. One is the direct
loss, the direct loss of capaclty where faci;ities are
knocked out, can no longer produce, And the other ls the
indirect loss, the dependenéy aspect, where a facllity has
.been knocked out, and 1t has serious concentric impact
upon many others.

A case in point that I think you are all familiar
with 1s the General Motors Livonila plant, where a disaster
at the transmlsslon plant ocecurred. Néw, at tﬁe Transmission
plant there was only displaced 8000 workers at that time,
yet, as the suplier to deﬁendency plants there were 25,000
workers displaced.

Now, Just translate that into production, and you
have the samé problem. I bring that up because, in terms of
Jﬁst plain national dlsaster 1t is important -- I mean,

natural disaster, it 1s important, it is important to have

some sort of plans to offset facility destruction or




26
facility loss,

Now, what can we do? What 1s the Government doing
to sort of plan to offset this attack damage?

Well, in approaching a program to cope with
industrial damage-due to attack, we immediately find our-
selves faced with two brand new problems.

First, and this 15 the hard one, first is the
éhought that bombing of industrial citles 1s fantastic in
terms of anything we have previously experienced. The "It
can't happen here thesis" is rapidly fading, but it certainiy
isntt fading fast enough.

And second, a program of thils nature reaches and
affects all other areas of planning within the country.

And thlrd, the actions that have to be taken to
offset possible bomb damage are of a type which will perm-
anently affect the nature of oﬁr industrlal economy,

Most other planningrfqr mobll) zation has been in the
fleld of lnoreasing total capacity fof particular’products
or in the planning of particular pfooedureé.

In the case of continulty of‘industry planning, what
can we do to make sure it will be there, a pre-attack plan to
offset thls possible damage? It 1s necessary to revamp the
physical arrangement of our industrial complex in many |
directions; N

Now, this will require, of course, a very effective
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and intelligent public relations program. Some of the
things that we -- when I say "public relations program" I
mean, not‘from the sense of a public relations man, but

a sense of industry 1tself accepting the problem and doing
something about 1f., And you gentlemen in the refining and
petroleum lndustry who have lived with disaster probably
understand 1t much better than any other industry, probably,
except the chemical industry.

Some of the thinges that can be uﬁdertaken within
this partilcular field are protective construction; the
protection of plant services énd utilitlies -- which you have
already done, and I mlght say, in protective construction
I think you are awére that the O0fflice of Defense Mobiliza-
tlon has offered one hundred per cent tax amortization for
any cost of any protectlve construction you undertake., I
know it 1is very difficult inh the petroleum and 1n the re-
fining industry, and perhaps in the petrochemical aspects;
there are many phases where protective construction.would be
useful in the production of vital products,

You have also undertaken many prqvisiona for fire
fighting to minimize disaster, and many physical security '.
measures agalnst sabotage and the various subversive typeé
of actlons that could paralyze a facllity by enemy action
7within our own boundaries.

One of the things that I think 1t 1s important to
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consider at the moment is industrial dilspersion. To the
- greatest extent possible we have been asking ;ndustry to
look into the disﬁefsion of the facilitles from congested
areas,

Dispersion does not mean moving from the North to
the South, but getting a few milles out from the ldentified
target area of an attractive target -~ getting outside of
Cleveland, outsilde of Chicago, outside of Pittsburgh and
Philadelphla -~ not moving many milea, but getting away so
that if the bomb hits where it would be the most likely
target, you would have a'chance of survival of your facili-
ties,

Within our tax amortization structure I think, as
“many of you are aware, we tried to malke suré that tax
amortization 1s not granted to a faclllity that is located
within an already bullt up target area., And 1t has been
very gratifying 1in the petroleum ihdustry to find several
of the méjor companles geeking sites at nonvulnerable
locations rather than in locations that would offer the
necessary reguirements, such as deep water, and processing
water, terrain, and rall facllitles which are usually found |
in target areas, But a number of companles that are ;ooking
towards expsnsion have been looking towards some more

long range problem of "can we place our facility where we

feel that it will not be taken out because we are within an
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already rich target area."

Today we‘have some thirty Industrles that are at
work on this problem'thét have accepted 1t, formed task
groups and tried to see what they could do. One particular
Industry which 1s a very major industry in the United States
that had one of ;ts most vital defense products, 85 per cent
of 1t centered In two key target cltles, worked out a system
in task group how they could find dispersed sites, locatlons,
and get that partlcular vital product out of target areas.
And they have located facllltles. They are now at work on
~a time and cost study for production in these new sites.

Now, there are twoAapproacheé-that the Government
has. I mentloned one in tax amortlzatlon. But they are
really -- one is a direct approach and the other is an
indirect approach.

An example of a dilrect approach 1s a stockpiling
of raw materials where we stockplle things directly under
Government control. Another 1s thé expansion goal program,
s0 that there 1s direct actlivlity there under which industry
can recelve certaln lncentives, And the other, and last,
18 procurement placement.

There are others involved in 1t, but those are the
three major ohgs, in which procurement placement, both within

the Office of Defense Mobllization by contractural procure-

ment arrangements, and the other, through the Defense
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Department itself, who have recognized this very strongly
and have directives which févor, and to the fullest extent
practicable recognize the placement of contracts with
facilities, we;will 88y, for safe location.

And the other 1s the indirect, which 1s more of the
oblique approach, 1like tax amortization, and where we would
have a certain requirement for a safe location in order to
recelve that tax amortization. Of course, 1t i1s doubtful now,
whether you still have to put your own money into 1t, And
we also have the indirect where private money 1is used to
asslst faciiities where it 1s some encouragement to see
thét private money goes into safe locations.

Defense loans is also; you might say, to some
extent an indirect -- and also, we may have to look forward
to extend our stockpiling conditions or our stockplling
program to include certain specific measures that will assist
in making sure that the materials, equipment, the components
are avallable when we need them, in case that destroyed
facllltles must be repeatedly put back. That includes even
the possibllity and considerations for long lead-time
eduipment.

Now, those are some of thé things that the Govern-
ment can do. But the Government, the Federal Government, is

not in the key position., It is in the leadership ﬁosition.

It can tell you the problem; 1t can tell you the danger. But
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the results, thereffectiveness lies wilth industry. Because
with you gentlemen it is the resourcefulness, the knowhow,

- the competence to do something about it,

Now, what are some of the things that you can do?
Well, three categories seem to present thempelves as a way
that actlon can be taken, and has been taken in some of the
of?er types of industries. I reallze yours 1s a llttle
different complex. DBut we break_it down into what we call
preventive measures, supply meastres, or loglstic measures;
and reconstruction measures.

What are some of the preventive measures? These
are pre-attack measures., What can we do to ﬁrevent the
damage?

Well, I mentioned the dispersion. Disperslon can
be facilities, but at the same tlme, are within your
own complexes, There can be within facillties a real amount
of dispersion that willl produce effectliveness such as your
‘very key departments or your key areas that might be right
centered in the midst of what would be the target area. But
1f you could move certain portions of it to make sure that
there would be a continulty there of operations, that would
be most effectlive, and that includes management, too --
take into conslderation that the successlon of command wlthin

your organization 1is protected ~-- not all in New York, or

not all in Philadelphia, or not all in Chleago, or Los
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Angeles -- but there are some alternate procedure, that if
massive attack happened-your facility would be able to be
operated under intelligent control, _

Also, thils applies, of course, to the fabridated
industries such as Jigs, and dles, and fixtures; and long
lead-tlime equipment can be placed in safe locations, away
from the target area or away from the facillty, so that
reconstructlon and resumption can be'begun as qulckly as
possible.

And lastly, but sometlmes very much overlookéd,
engineering drawings, designs, specilflcations, layouts,
procesases, and flow charts where they would be safe, ﬁhere
you could qulckly get them aﬁd could resume an operation.

It was not long ago that I was talking with the
president of one of the blggest alrplane companles on the
West Coast on this problem of drawilngs and designs and
spécifications, and he said, "Goodness, come to think of
1t," he sald, "we have all our master drawings, all our
drawinga ~-= 1t £111s up about two and a half rooms, and
1t 18 right in the center of our plant. If our plant went,"
ne sald, "we'd be at least twenty-four months getting back
into production, But If I had all those drawlngs, 1f I had
every one of them," he said, "we'd be back in seven mc:onths.'.I

Well, that is a tremendous difference in "down-

time." And, of course, 1t all has to be considered.
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Now, 1in the second category, the supply or
loglstic measure 1ls more or.less the type of maklng the
operating from what type of things you preplan from -- Jjust
plain supply. Some of those are productlon transfers: What
- can you transfer; what kind of planning can you make in
advan¢e that, if you had a facllity knocked out, that you
would transfer to something, to some other area?

Naturally, you don®t transfer all those. You don't
transfer refineries. But there are many elements within
your productlion -- yourraviation catalysts, and types of
production that are very viltal, that 1f you are knocked‘out
maybe there is a possibility that wlth industry arrangements
you could make some security in seeling that the production 1s
arranged somewhere else,

This remalns all down-line from Jjust even locating
a source that can do it, to actually undertaking ghost
orders and havlng them do 1t.

Then there 1s the storage of reserve stocks, to
give considerable different thought from the standpoint of
getting levels that would keep you going 1ln case of large
scale damage -- not the normal maintenance in operating, but
the amount of equipment that would have to be on hand and
the amount of things that you would have to have if you

were partlally or badly damaged. I am not talking about

being underground zero where you are destro&ed, but where
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you are damaged and you have to come back, especially
your long lead-time equipment and your most essentlal
maintenance equipment.

It was not very long ago that we were taiking'with
one large firm, and they were very, very delighted about
| thelr three million dollar repair facility. They said,

"We could build a whole plant, builld a whole facllity with
our repair and malntenance organization,"

Well, we looked where the repalr and maintenance
orgahization was; 1t was right 1n the center of the plant.
If the plant went, why, the repalr and maintenance went.

It made sense when they put it there from the standpoint of
opera%ing procedure. But today they are thinking about
getting that maintenance facility, whiech could do major
repalir 1n case of plant damage, some place where it would be
safe. And then they could come back in and lend assistance
with 1%, |

Then I would like to briefly touch on the last
category, whlch 1es the reconstruction measure. What advance
engineering planning can be done? There is a lot of engin-
eering planning that can be undertaken. What kind of plans
and designs cén be drawn up in advance to offset quick
repalr and to get the faclllity back as fast as possible?

Those are things that only you yourself can look at

to determine and come up with some kind of a plan and work




1t out with some kind of a contractor.

What 1is tﬁé advance construction planning that can
be undertaken? What type of construction has to be applied?
And’ what kind of agreements would you have to make 1ntra-
1ndustry or With looal community level to have bulldozers,
or traqtors,lor whatever the hecessary equipment might be
that could be located and could be earmarked and could be
part of your recovery program?

And then lastly, the amount of equipment planning
that you could have, the type of_equiﬁment that 18 necessary
to be there, |

o Now; In considering all of these thinga you
gentlemen actually become what we might term an-industrial
strategisf ~= you just don't dq these thlngs unless you
make sense. They have to have‘good, prudent_pusinéss manage« -
ment. And I was very delighted.thé other day to hear a
geritleman who 1is vicé prgéident of one of the largest
cﬁemical companies come in aﬁd say, "This does make sense."
Be said, "But by developing succeasion of management," he
said,.!we brought-oup many young men, welbrought'out a
better manpower prdgpam in our éampény.. we.had put“infthis‘
alternéfe éystem in case of loss of a key official ﬁnd we
létarted fraiﬁing them, and_we brought'to the‘Surface‘many
' ﬁén that_wg had not noticed before, |

"Secordly," hé said, "in analyzing obr departments




36
for loss qffp;odUétion werfound that we could save lots of
down—time;:and we impfdved our production time. And 1aétly,
and vefy‘imppftant;"'he said, "Because we did get a very
good faéility plan, because we did have an up-to-the-
minute safety procedure we had our insurance base rate
lowered. So," he said,.ﬁwe.did find tangibles." And they
have plants in thirty-éight states.

So inlapproaghing this problem you become, as I
sald, the lndustrial strateglst; you look at it -- what is
1t actually worth in terms of continued production and
national securlty before you undertake the action? How much
does 1t cost? How mﬁch can I afford to spend, and how can
I get the most fbr the amount spent?

Now, the questlon of value which -- you can sum it
gll up ~- can be termed in thils case: |

l, To keep the plant functlon as a part of the
national war effort; and

2, To safeguard the llves and Jjobs and the morale
of the employees; and

3. To preserve the capital investment of the
stockholders; and

‘u. To maintain the competitive position of the
company in the industry.

ﬂow, in.your own area 1ln the pétroleum refining

you have considerable concentration. You are faced with
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conslderable problems. - You have the production aspect. You
have the refining aspect. You have the pipeline transporta-
tlon. And you have terminal storage, |

All of those, elther s8ingly or as a cbmbination
represent targets. Some of your target areas -- some of the
locations which are in target areas; not because they are
refineries, but because there is already very highly at-
tractive 1ndustria1 targets, as you are all wellraware:

The Bay area of San Francisco.

The VWilmington - San Pedro area.

The Houston - Galveston area; and

Port Arthur, with 1its terminal facilities.

The Delaware River area.

New York Harbor and Bayonne Area.

All of those are very aftractive targets, not becaus
of refining, but because there is already heavily industrial
congestion which would make a lucrative target. And the
planning that you @0 will be essential so that you aren't
part of the caaualﬁy. |

- I would just iike to point out one last thing in
summing this up. As much as possible, we can look forward
and see an ever-increasing technique development of weapons
technique, and the more the weapons increase without some
effect of decrease upon our targets, the more effective the

new weapons become. But the more we do in planning to
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offset these weapons elther by dispersion, by pre-attack
planning, of malntailning continuity of production, we offSét
a certaln amoﬁnt of these weapon technique increases,

These things that we do do not obsolesce in
effect; they offset to some degree the increase in the
weapons technique. And while the weapons obsolesce and
you have to go to new ones, the measures to reduceiour
target concentrationg, the measures to effect more dis-

- persiom, fo make sure that our industries wlll be there,
have no obsolescence, in fact, they contribute to our
nﬁtional security and to the continuing entity of &our
companles and, of course, your country, 1s the general glst
of what we are trying to accomplish.

And,I!sinceréiy hope that in this brief-peri@d
that you”wiil undertake some thoughts of how you can make s
contribution in the most vital area -- the petroleum and
_ refiniﬁg area, in maklng sure that we have the fuel when
ﬁe need 1t.

Thank you very much? (Applause)

CHATRMAN HALLANAN: Colonel, we are very grateful
to you for that interesting presentation of this ve¥y vital
matter; and I hope from time to timé that you will come back
to attend these sessions and glve us the beneflit of any

advice or counsel that you think will be helpful.
We are tremendously Interested In the problem that
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you are de&ling with.

Gentlemen, this Council membershlp meets here
today 1n response tc the appointmént of Secretary of fhe
Interior McKay. This 1s the first meeting of his Council
under his appointment. I am delighted t§ have the privilege
of introducing him to you at this time. Honorable Douglas

MbKavF j é /lwi’
“11

&gpw”ﬁl\ e qﬁ?ghe—&ﬁdienee—ﬁroseand applauded) .
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JggﬁONORABLE\DOUGLAS McKKY-z‘Mr Chairman, Ladies and
Gentlemen: It is always a pleasure for me to appear before
this Councill, because I am very proud of what you have done,
I know of no other opganization that has done a better Job
than this one in cooperation between industry and Government,
I want to congratulate you on what you hafe done in the
past, and I hope that you will continue to cooperate in the
future, because we always neced you,

f1 am glad to_be here tdday; but I don't know that I
can tell you anything about the petroleum businéss. You
know so much more about it than I do. But I have noticed
in the Wall Street Journal that the earnings are good,
with the major companiles, at least, and, of course, I am
one of those who believes in earnings, I like to see people
make money.l I like to see business prosper, because this
whole economy and this United States has produced the highest

living standard In the world, the wealthilast nation with
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the widest distribution of wealth, and 1t has been built
by priﬁate enterprise. So I say hurrah for profits, and
let's not apologiée for then.

/!'I also realize that you have gsome problems of
long 1nventories, and so forth., But I also have falth in
the 1ndustry, that you will be able to handle those problems
as they arise to the benefit of yourselves and to the American
people.

“‘The thing that I have always been concerned about
since I have been in Washington is that we people that happen
to be sitting in some of these positiéné £oday as buslness
men, we want to'belsure that we operate on a fair, gafe
basis for the interest of all the people of America, That.is
my job as Secretary of the Interlor, where we are largely a
natural resource department, 1in my opinlon; so all the
probvlems weilook at, we must look at them on the broad view
of what is good for the most peopie for the longest time.

And I am sure that buslness men generally do the same thing.
They are interested in the future of this country and the
welfare, and thelr contribution that they make will be made
on the premise that you have got to make a profit, but a
reasonable profit is all that you can expect.

“11n my own business, the automobile business, we
have been riding the gravy train; as I have sald before, for

a good many years. Now, the boys that haven't saved thelr
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money are going to be a llttle out of luck right now. But
I haven't any sympathy for the marginai operators who
haven't got braing enough to run their business and save
thelr money when 1t 1s easy. But some of the boys can't
stand prosperity, you know, They buy too many yachts, too
many cattle ranches, and so forth; so some of them are a
little embarrassed right now, I feel sqrry for them. But
they should read thelr history. You can't get into some of
these things on a high market and expect 1t to last forever,
Percentages 1s what takes care of you over a long hali.

/'1I don't know that I can say anything to you. I
.think I would be presumptuous if I said anything to you
about your business, because you know sc much more than I
do about it.

/{ There 1s one other thing I want to say, though,
that you might be Interested in. I was 1lnterested in this dé-
fense program the Colonel was Jjust talking about. Now, we
have an opportunity to do some sane planning in Washington
on the overall defense program -- not under the stress of
battle, but when we can take from our book the experlence of
two major world wars, aﬁd the third one in Korea, which
brings us up to date on modern weapons. And so ODM 1s
taking a fresh look at all of these things, stockpiling,

and all of theae thlngs. FPFellx, here, and I have been on

a committee for several weeks - months, on a Cabinet level
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on the mineral sltuation in America, which isn‘t good, as
you know. 'And one of the things that we have worked out so
' far 1s a new plan on stockpiling, which I think you will all
be very much pleased with when you see 1t. I don't know that
1t particularly affects the petroleum industry, but 1t
would in the lead and zinc and some of the others.

' 1t 1s awfully good to have a look at things when
they are fresh in your mind, as they are today, and defense
and planhing for the future with that in view -- and people
that have never seen damage by aerisl attack will just be
amazed when they see it, I haven't seen the new bomhs, but
I saw Pearl Harbor immediately after the attack. It makes
you feel kind of sick to see your fleet, practically your
entire fleet sunk. It gives you s sick feeling., And it is
much worse today,

(’I think we have got & good program in the Adminis-
tration. And there is Just one other thing I would like to

touch on. I hope I am off the record, - = -

‘ Here 18 where you come in -~ we were down looking
over the offshore drilling -- saw the'LST tied up -- where
you're spending a million bucks. Orm Lewis 1s in charge of
the Bureau of Land Management. He will set up the leases

whereby we lease this stuff to some of you fellows, and,

we hope, at a big price, And we service those leases --
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that is in the Bureau‘of Land Management. So the producing
ehd of the industry in the Gulr of Mexico will have some-
thing to do with Orm Lewis. and when I looked arocund down
there I thought we were going to have a lot to do., The
smart boys tell me(fhere is lots of 01l out there in:deep
water, and they are going to get 1t, And so then, Felilx and
Herbert, you will hear from them directly about some of the
things he has to do in his Department of Minerals, Mining
and Geologlcal Survey. Very happy to be here -- want you
to know Orm Lewls, and I want you to know agaln if there is
any problem in your Industry, this Councii ﬁill do 1ts best,
I am sure, to solve 1t. Aand if we don’t do our Jjob right,
g0 ahead and glve me hell. You do anyway.

('I have gotten a lot of letters. We get about six
thousand pieces of mail a day. And some People get magd
because I dont't fead them all, Gentlemen, I couldn't even
open them. I get quite a few myself. So 1f you ever want
to tell me what you think of me address mé "personal" or
send 1t to Miss Phlllips, my secretary. Some of you don't
need that invitation, because i already received them,
“You know, the Interior Department is trying to do
a good Job for the publie. Our phllosophy 1is this, that we
are hired men working for the Governmeqt temporarily. We

are all expendable, And whille we are here we want to do

the best we can for the most people and try to do a better
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Job; particularly for the taxpayers, and render more service
for less money; So 1f you‘don‘t think we are doing 1t right,
let us knowf N | |

9%

7 Thanks a lot! (Applaus
. - L
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" CHAIRMAN HALLANAN: Pending the report of the <
Nominating Committee, I want to ask our dlstinguished

senlor member, Judge Warwiék Downing, of Colorado, to come
forward and take over as presiding officer at this time.
(Applause)

se+ Mr, Downing assumed the Chair e

CHAIRMAN DOWNING: Thank you very much, Mr. Chair-
man. Thils 1s an honor that I thought I would never have.

Let's have the report of the Nominating Committee.
That 18 what we are walting for,

MR. WARREN: Mr, Chairman, on behalf of the Nomin-
ating Committee I wish to nominate for the Appointment
Committee, one of the permanent committees of the Council,
the followling names:

A§;ﬁ. Robert F. Windfohr
(9’Mr. L. S. Wescoat

@) Mr. Reesé H. Taylor
(p¥e. Roland V. Rodman
(o Mr. M. H. Robineau

(}jMP. M., C. MecGowen

2

CEMr. J. Sales Le&ach
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(2Mr. B. Brewster Jennings

@vm J. C. Donnell, II

(IMe. 3. S. Bridwell

Mr. Frank M. Porter, as Chairman.
For the Agenda COmmittee -~ do you want melto
take these one at a time, or--
CHAIRMAN DOWNING: I think you had better present
them all at this time,
M. WARREN: For the Agenda Committee:
(6’Mr. L. F. McCollum
GMe. A, C. Mattei
Mr. J. Howard Marshall
@Mr. B. L. Majewski
(j)mr. W. Alton Jones
(%)¥Mr. B. A, Hardey
[ﬁ?mr. P. C. Spencer
Cf}hn Russell B, Brown
|4 Mr. J. R. Parten
Ui)Mr. Hines H, Baker
.?’Mr; A. Jacobsen, as Chalrman.
- For Officers of the Council:
For Vice Chairman, Mr. R. G. Follls,
For Chairman, Mr. Walter S. Hallanan.

Mr, Chairman, I wish to place these names in

nominatlon.
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CHAIRMAN DOWNING: You have heard the report of
the Committee, 1If there 18 no obJection, we will vote to
approve the report in one vote,

DOéé anyohe want a separate vote on the nomina-
tions for Chairman, Vice Chalrman, or members of the
Committee?

..+ It was duly moved and seconded that the
report of the Nominating Committee be adopted...

CHATIRMAN DOWNING: Hearlng no obJectlion, the
motion 1s that the report of the committee be adopted,
which carries with 1t the electlon of our Chalrman, Vice
Chairman, and members of the commlttees. All in favor
please rilse,

«+. The members arose ... (Applause)

CHATRMAN DOWNING: The vote 18 unanimous,

Walter, you are the incoming Chairman, and with
due modesty, .you asked me to preside 1in your place. Now
will you continue to preside. It is not, maybe, so much
the honor -- but you have done a magnificant Job ~- 1
think you have almost been the Councill, and in behalf of
the members I certalnly hope that you will accepf this
election as a tribute of our confidence in the success of
the Council, which depends upon your leadership. Thank
you.

«.. Chairman Hallanan resumed fthe Chair ...
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CHAIRMAN HALLANAN: Thank you very much.
Gentlemen of the Council, may I tell you how
deeply honored I am to have this further expression of.your
confidence. The Ghairmahship of the Natlonal Petroleum
Councll 1s an honor which I hold in the highest respect.
It has been a real privilege to preside over the sessions
of this Council and to direct the affairs of this group of
men who have been brought together to serve our Government
in these critical days of world confusion and ﬁncertainty.'
This Councill is now entering its eighth year
of service as an 1industry advisory group. Any impartial
review; I think, will shﬁw that during those years the

Councll has, in response to the requests of our Government,

made a tremendously valuable contribution to the problems
cf national welfare and security.

We meet todag as a newly appointed group by a
new Secretary of the Interior. We_have every reason here
today to.believe that Secretary of the Interior McKay and
Assistant Secretary Wormser have every confidence that
this Council 1s serving the Government in a very essential
and worth while way, and that they wish 1t to continue as a
wholly independent group in making the petroleum industry's
important contribution to the national defense and security.

In the conduct of modern warfare the defense of

the nation depends on logistlics and transportation. The
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fuel and lubricant for transportation today, whether by
water, land, or alr is oil, and oil serves not only as the
- fuel and lubricant in the movement in the civilian economy
and in the implements of war, but it provides a substantial
part of the ammunition itself.

This means that oil must be available in the right
volume in the right form at the Place and at the time
required. This, I am sure you understand, requires a
dynamle, flexible industry, the leaders of which realize
their opportunities and responsibllities and are willing to
work toward the accomplishment of the objectives of
national'defense, both before and during war, to assist the
Government in the attalnment of this purpose.

There 1s great need, therefore, for the National
Petroleum Council, Its predecessor, the Petroleum Industry
War Council, served with brilliant success during World
War II,

Thié Council has served with equal effectiveness
since that war and both before, during? ahd following the
emefgency in Korea, We have a record of thirteen years of
outstanding éuecess behind us, and a challenge for like
.serfice before us in the future. Its aéhievements in the
pasf.have grown out of 1its independen§e‘and freedom 6f
action withig‘the Sphere'éf 1ts undertaking. |

Thls has nurtured a spirit of mission and a
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spirit of cooPQration; It has brought to bear on problems
full inltlative, energy, and intelligence,_and 1t has
thus made avallable the knowledge, the experience, the
resourcefulness, the organizational skills, and the resources
of a great and essentially energy in preparation for
and in cérrying oﬁt war for the defense of our country and
all that 1t represents in the iife of'fhe world,

‘This is a unique organlzation in many respects.
Representatives of all segments of the petroleum industry
who have accepted membership on thls Councll have done so
with a sense of high responsibllity. They have enlisted in
an assignment that has been glven first pridrity._ They
have been prepared to give of thelr time and ehergies in a
truly patriotic service. They are ready to glve thelr
wholehearted and devoted energles to a govefnmentfindustry
team devoted to the golution of those problems so vital
to our natlonal welfare.

| It has been the rarest thing to have any member
decline to accept any assignment that he has been‘asked to
undertake; and then 1t has only been for good and sufficient
reason.,

It has been a great source of satlsfactlon to me
as Chailrman to know that the %talents, the skill, and the

sbilities of the men composing this Council have been

avallable to the Government at any hour. With that kind
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of teamwork we have been able to carve out a record of
achievement that I am certain has constituted a new mile-
atone 1n government-lndustry relations.

Now, this has been done without any impailrment
'of the petroleum industry's independence., We havermaintained,
during this important era of national defense activity,
the same character that was put forth bj the petroleum
industry during the years of World War II in placing our
Industry at the gervice of dur Government wherever and
whenever 1t was needed. The military authorities have never
found 1t necessary to call more than oncé when a situation
arose that demanded lmmediate attentlon. |

Now, thils Naticnal Petroleum Council did not
"Just happen.” It didn't grow up Just like Topsy. The
baslc structure and functionling of this Council were carved
out with meticulous design. The organization of this
Council represents many months of earnest and sincere study,
not only by the Commlttee of Slxteen that was originally
named to draft its charter and to defind its limit of
activities and authority; but 1t also represented the con-
clusions of the best legal talent as to how the oll industry
could cénstitute itself as a economlc, independent, advisory
group to cooperate with the Govérnment on problems of
national securlty and natlonal defense -- Just as it had

glven its full and complete cooperation through the
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instrumentality of the Petroleum Industry War Council
durlng World War II.

The outstandlng record of achlevement whlch the
petroleﬁm industry was able to make in winnilng World
War II could not have been possible only through the
coordinated efforts.df“the industry working in every-
problem of military necessity through the Petroleum |
Administration for War, |

What we did in war time we have been contlnuing
to do as a patriotic service in the succeedlng years when
our éountry had béen preparing for.any emergency that
Amerlca milght find upon its doorstep.

During these years the Government has asked the
Councll for studles and many statistical reports on every
phase bf the 0il 1ndustry's abillty to meet demands that
could arise from a natlonal emergency. Every request that
has come within the limitation of our 1ndustry has been
‘promptly met. As an industry, we are proud of the job that
has been done, and we shall continue to meet these responsibll-
1ties on the samé cooperative basls in the future as we
have in the past. |

Gentlemen, I thank you! (Appléusé)

I now desire to present the Assistant Secretary

of the Interior, Honorable Felix Wormser, Mr. Wormser,

(Applause)
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HONORABLE FELIK.WORMSEﬁé #Mr. Chairman and
Gentlemen: At the outset let me tell you most candidly,
1 subscribe to the statement you made,'Mr. Hallanan, about

the work of thils Counell, I have considered-it; and 1

consider 1t a magnificent illustration Qf Industry ahd.
Government cooperation,

% In the yeér that I have served therDepartment it
has been my good fortune to observe the operations of the
‘Council and the Government agencles cooperating, and while
I am abdut 1t, Mr. LaFortune, may I express the deep appre-
ciation that I have had in wbrking with you, as I did --
for your predecessor, Ed Warren -~ and tell ydu how much
I shall mlss you after your offidial dutles have heen
concluded in the Department. It has been algreat pleasure
to me, and I hope 1 cén call on you at times when I feel
I will need you,

A didlhave_two things I thought I woﬁld'tell
you about, and one, I shall sketch very brigfly for you,

because 1n vaernment, a8 you well know, things happen
so broadly that very often we do not realize the impact
on our own 1ndustry of actlons that are taken which may
- appear to us very remote,
*’wa, what I have reference to is an action of

this Administration which was taken about three weeks agd

whon it notifiled various foreign, interested foreign
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governments that it would not sign the international'tin
agreemént.

» Now, that may be very remote from petroleum. But,
as a matter of fact, gehtlemen, as time goes on I think
you will see the impact of‘this‘decision, for the simple
reason that there has been a trend in Washington for many
years to Introduce, in my humble estimation, an international
bureaucracy, on top of whatever domestic bureaucracy we
have, to dlrect the flow of'international commodities.

"We have one 1llustration, of course, which was
thrown up at Interilor at the time this tin agreement was
under discussion, in the form of wheat, We have an inter-
national wheat agreement. And the tendency has been to
foster the development of these international commodity
agreements.

{ Wwhy? Generally, for two reasons. In the case of
the tin agreement the reason was, (1), political -- to help
the Bollvian and the Indonesians from going Communistic; and,
(2), to stabilize the tin economy. |

/{ Now, it.will be quicly apparent tc you, as ;t was
to me -~ and before I drop that, let me point out to you
that both the Bollvian and Indoneslans have socialized
their domestic tin mining lndustry -- it willl be quickly
apparent to you, as 1t was to me, that 1f that is the proper

procédure to apply to any international commodity like tin,
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and if you have others in wheat, 1t 1=z a simple step to
apply the same procedure to copper, lead, zine, and
petroleum, if you will -- in fact, there is a rubber agree-
ment which has been spoken of; there is also a sugar
agreement before the Senate of the United States today.

‘' Well, Interior took the stand that we didn't
llke 1t. VWe objected. And we objécted because we did not
think 1t was‘consonant with our conception of free enter-
prise, of which our distinguished Secretary has spoken
from time to time.

' We also were very sképtical of the efficacy of
these agreements. And I think history will bear me out
ﬁhat they don't work. Neverfheless, there 13 a group that
is sincerely convinced -- and I must recognlze that they
have thelr arguments -- that this 1s the answer to our
diffigplties in a fluctuating economy.
éﬁﬁiﬁ) " As a matter of fact, the United Nations has Just
recently distributed a report on international commodity
agreements recognizing for the first time, I belleve, that
to be sure, some of these commodity agreements do nop'work
individually -~ and the wheat agreement has cost us
already, as taxpayers, over six hundred million dollars.
But they say, "I grant you that one agreement or two
agreements do notrwork; therefore, let's have sixteen or

twenty, so that the overall stabllization effect will
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perhaps be effective.,”

' At any rate, I was delighted to see that_the
Randall Commission came to grips with.this probleﬁ% Not
only dild it criticize the internationsl wheat agreement,
but it made a statement to the effect that i1t did not think
these commodity agreements should be supported as a matter
of national policy.

" Well, without going into detaills, let me tell you
that that 1s now history; that the Administration has
decided not to go .into this tin agreement. I am delighted
because I think for some time to come you won't need to
worry about your own commodltles as belng drawn into this
partlcular sphere.

11 did feel that I ought to bring it to your
attention. But I did notice that many pecople with whom I
spoke when this thing was brewing did not reallze lts
implications; and, as a matter of fact, I was shocked to
find that even some people -~ I shall not mentlon the
names -- Who héd studled this ﬁin agreement, had felt 1¢
was deslrable to support it pecause they had had such
trouble in the violent fluctuations in the price of tin,

! I am pleased, however, to tell you that when the
Department of Commerce held an industry advisory committee
meeting representing ail the people turning out tinplate,

solder, and whatnot, and asked for an expression of
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opinion, there wasn't a single primary user of tin -- I
sa& primary -- in the United States,;and there were twenty-
nine of them represented, who was in favor of thls particular
agreement,

""That, I believe, also will help to bring about

the Administration's final decision.

w Well, so much for that. And now perhaps for some-
thing a little more pleasant. Ed Swanson ~- ig he 1n the
room? I am informed he has just gone., That 1s too bad,
because I was gding to introduce to you one of ocur Interior
Departmént stalf who has served the Government for about
twenty~five years, and is now about to retire. |

It was my experience to have been an employee of
the Department at theltime Ed came into theDepartment. And
here I am agéin, an employeé‘of thg Government, whille he is
retiring.

** I think you will agree with me that Ed has been
one of our oﬁtstanding petroleum economists, and I Just
thought he would be here so I could wish him the best of
luck from the Department on the occasion of his retirement,
‘But I am afraid I shall not have that pleasure.

tlag any rate, let me assure you, gentlemen, 1t
has been wonderfﬁl wofking with you. And I am loqking

forward to many occasions when we can work %o matual

advantage. p

Lo/ . e el N
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Thank—you very much?—{Applause)

.

CHAIRMAN HALLANAN: Passing to the next ordet of

“bug}gffs, gentlemen, I desire to presentMCoI6ﬁe1 Will W.

e

white, EEETfmaiggsfii, Petroleum~L6§istics, office of the
Asslstant Secretary fo;\Defénse for Supply and Loglstlcs.
Colonel White,will discuse the ”Military Petng&gg? Reguire-
men s“ a;/of the present. Colonel White. (Appla;;;s
~€) | COLONEL WILL W, WHITE: "/Thank you, Mr. Hallanan.
Ladles and Gentlemen: I want to tell you to start off wlth
~that I feel very hlghly honored to be up here 1in this
uniform, and as a member of the Department of Defense,
instead of in my normal gulse as a working member of the
oll iIndustry.
¢!Phe job which I have for the next year 1s that
of Director of Petroleum Logistics for the Departiment of
Defense. And the Department felt, or, at least, they told
me that they felt that due to the fact of the Petroleum
Administration for Defense belng disbanded after having
done such a wonderful job, and also, to the fact that a
reorganization within the Department of Defense had ftaken
out of exlstence the Munitions Board under which the
Petroleum Logilstics Job had been handled, théy thought
it might be a good idea, they hoped 1t would be a good

idea to ask an industry man who had had some petroleum,

éome military experience to come in and help 1n the
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transition period,

t* That 1s my reason for b¢1ng\here today. And, as
was stated a momeﬁt ago by Secretary McKay, I am extremely
expendable, |

t( I would like to have the industry members feel
that 1 would llke to be thelr torel bearer with the Department
of Defense to the extent that I can. I would 1like to think
that I might help to Interpret the 1ndustry'$ 1deas in some
measure to the people in the Department of Defense. I know
that all of you have been and are contlinulng to be extremely
eager to help the people in uniform and those who are
responsible for the defense of this country.to do the job
which they are setting out to do, or which they are continuing
to do, |

‘‘We wlll need your help and the help of your
colleagues continuously, and very, very often in the future.

t180 far as the petroleum requirements position, Mr,
Hallanan, is concerned, there has been no change in the
plcture since General Johnson reported to the Councll in
December, But since there may be some few people here.who
did not hear the last report, the general situatlon shapes
up about as follows: |

' There seems to be, according to the present
eriteria which has been applied, reason to think that the

petroleum industry cannot support the war plans as they have
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been drawn up to date, We are, however, in the midst of

a restudy which, of course, is a continuance restudy; but
there will be within the next few weéks, wé hope, a hew

set of, or a new capabilities plan, I shthd say, and a

new strétegics plan from which we and you will be asked

to re-evaluate the oll industry's abilities_and the possibili-
ties to perform the modifled mission.which is under study

at the moment.

i The only thing that stlll worrles us is the matter
of aviatlion gasoline. You are all familiar w;th the fact
that the program for increased allocatlon faﬁilitieé 1s atill
about six thousand barrels a day short of the target that
was set under the National Petroleum Program.

t{ We don't yet know what the effeet of the removal
of PAD Orders 3 and 4 will be on the lmmediate avallabillity.
But I understand that Colonel Douglas Brown, of ASPPA, is
goihg to speak to you in regard to the proéurement program
that l1ls ahead of us Just atrthe moment,

lonce again, I do want to offer my services to
whatever extent you feel that you would like to use them,
as the man who dld come from industry Jjust a short time ago,
and who hopes very much indeed to get back to industry in
the not too distant future,

{* Thank you! ' (ippeues)

CHATIRMAN HALLANAN+—Fhank-you very muchy—Celonal
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Mi. BRUCE BROWN: Mr. Chairman, might I hafe a

I have been around hére too long, becAuse maybe I am
one of \the few people who could correct Will Walter White'ls
speech fol him -- and I would like to g0 back over it a

little blt d tell you something pé;ther he nor the

/

Chairman told yQu. He 1is not only experienced in the

mllitary, the Alir Worce, andj}ﬁ the petroleum industry, as
he sald; he 1s also ex-bureaucrat - he has been around

here before as the Avia, on Officer of the Petroleum

_.J g
Administration for Wafi
it 1s n%ﬁé/to see yow back at work again!
J
(Applause) // '

CgﬂiRMAN HALLANAN: May I now_present Colonel

Purchafing Agency, who will speak on "Militar

Proturement.,” Beown (APPLIUSE)

r4

ugjéff'COLONEL DOUGLAS R, BROWN: ‘‘Mr. Chairman, Members
of the.Natiohal Petroleum Councill, and Guests: I am
privileged to once again be able to appear here and address
the Council and to acqualnt you with the current matters

of mutual interest and beneflt to both the Government and

to this Agency.
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‘e érimar&qoncern is the armed services?'
requirements for thls coming fiscal year, starting June 1, sl
The petroleum purchases for the three departments for 1955
wlll increase about ten per cent over the present high
level, and will approximate 226 million barrels of product,
costing over $1 billion.

' This figure represents 20 million barrels over
the current flscal year's purchases. Thils total program,
although subject, aé you know, to the availability of
Congressional appropriation, reflects the plans of the

. Army, the ﬁavy, and the Alr Force as of today.

' We have sent our solicitatlons to industry for
all aviatidh fuels, and expect to send out those for other
bulsk fuels'in the next ten days.r

t' Aerlalwilse, the percentage of our military pur-
chases from U. S. sources in 1955 will be about the same as
in 1954, roughly, seven per cent from the East Coast, 21
per ceﬁt from the West Coast, and 72 per cent from the
Gulf and Middle West.

" Product-wise, too, the distribution of our
pufchaées'will not vary greatly from the fiscal year '54,
except that the jet fuel purchases will continue to inérease
sharply; and other fuel wiil remain about the same. High
octane fuel will Increase slightly -- the lncrease in the

grades 115 and 145, with a slight level off in 100.
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(* Jet fuel now 1s our largest singie program,

And since 1948 we have 1ncreased purchases from 2,500,000
barrels to a current 83,000,000 barrels for 1955, an
increase of over 3300 per cent.

v* In this connection 1t should be noted that JP 3
purchases continue as a large portion of Navy requiremeﬁts.
Of course, théy are in that grade. When I saw this figuﬁe
of 3300 per cent I realized the significance of 1t, And I
wanted you tq see the trend. So I brought a chart, which
I would like to shaw you. |

| (eEne)

 For the fiscal year 1948 there is the trend I
was talklng to you about a while ago, two miilion and a half
barrels.

o We go over to 1955, and we run off the top,
There 1is the 83,000,000, It is quite a trend, as you can
see, It 1s almost double over this fiscal year '54,

(\We are buying 47 million this year -- we are going
to 83 miliion in the new fiscal jear. |

. That ought to provide a market for some of this
motor gasoline,

. Your Councii i only too aware of the shortage of
high octane which prevalled one year ago and theHsubsequent

sudden sharp increase in the availabllity of supplles %o the

military. Of course,’ this increased supply has provlded
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for our current operations and has, as noted by Colonel
ﬁhite a while ago -- we are still 6000 barrels a day
short for mobilization requiremenﬁs.

! The indications are this availability of supply
wlll continue in the new fiscal year, and -adequate coverage
without resort to inéremental increase in production is
anticipéted. As 1 éaid, last year's supply and demand in so
far as the current operations are concernec, was pretty
much in balance.

'l To cover these heavy requivrements for the fiscal
year '55 the ASPPA has requested blds by formal advertising
for all products -- for all products with the exceptilon of
high octane fuel. Thils will be a departure from our pést:
procurement on jet fuel, as we have heretofore negotiated-
for this product. We will contlnue to negotiate for high
octane fuel until such time as 1t is determined that
sufflclent quantitles may be available in all areas.

tlWe have no way of knowing exactly how product offers
may be influenced in certaln areas 1n the U. S. as a result
of the withdrawal of PAD Orders 3 4nd 4 in the latter part
of lést year.

iAs I have stated before, we believe that an ade-
guate supply of high octane fuel 1s avallable., But the

location of supply may constitute a problem of transportation

cost under an advertised bld program, For this reason we
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will negotlate for high octane fuel, at least, for the
first half of thls new fiscal year.

t{ Gentlemen, in about three months I w;ll end my
tour as Director of ASPPA. This may be, of course, my last
opportunity to appear before this Council. It has been one
of the most satisfylng tours I have ever experienced-during
my entire military career, and one which, of course, I will
long remember. I think the réason ls because Qf my close
contacts and friendships that I have been able to bulld
with the petroleum industry.

t\ It 1s a gratifying thing to see a group of people
work as you have worked, and sincerely, without the type of
cooperation which you have given us in the military we
couldn’t possibly meet our mobllization goal. I know that
you have doné 1t at great sacrifice to your own companles
edonomically. I have seen 1t 1n the constrﬁction of your
aviation program when applied to the military. So I would
iike to thank you for the type of cooperation you have gilven
me and for the friendship which you have shown me, !’
“Hppimese]—

CHAIRMAN HALLANAN: Coionel,may I express to you
the appreclation of the Council “for. the very fine and

e ,_,A.uf**—"“"‘“-\ e
ent and understanding way in which you have pre-

he Military Procurement, And it k
S

has hgeh a greatﬁprivilege to haﬁéh§aﬁ“wingﬁgs at theae
= _ gy

(e e
. ~

sented the proble
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meetings.

COLONEL BROWN: Thank you, Mr. Chairman.
{Applause)

CHAIRMAN HALLANAN: Mr. Jones, from the Government
Personnel Committee, has a problem that was put 1in your
lap the other day. It relates to the problem of special
help for the 0ll and gas dlvision, for the rather important
aspect of thls work, and thils seemed to be a very good time
to review 1it.

MR, JONES: If I can have a coupie of minutes,

Mr. Chairman.

The work of the Personnel Committee of the Council
1s one that has wlde swlngs of demand peak and valleys. A
good deal has been sald here thls morning about the success
and the service of the Natlonal Petroleum Council and the
Petroleum Industry War Councll, which preceded it,

I think we will agree that a great deal of the
success of these two organizations has been due to the kind
of leadership we have had; and without trylng to polilsh
Walter's halo, I would like to add my word of appreciation for
the flne leadership you have furnished us during these
peacetime years -~ and, of course, the kind that Bill
Boyce supplled during the war days.

But I think, too, most of you who know the facts

reallze that one of the reasons thils government-industry
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team has worked so well 1s because the Industry has
fulfilled 1ts responsibility in supplying the Government
with top flight personnel and highly tralned techniclans.

Now, thls is not any sacrifice we should not have
been prepared to make; 1t 1s a sacrifice that we should
have beén perfectly willling to make; and I am sure in the
end 1t has pald substantial dividends to the country and
to our own 1lndustry. It 1s a record that I think we can
be Justly proud of.

Now, aa we come to another punctuation mark in
thils 1ndustry-governmént team, we should take a new look at
the importance of contlnulng this type‘of'service that will
be needed agaln by Mr. Stewart, Mr., Fentriliss, and in the
0il and Gas Division of the Department of the Interlor. Mr.
LaFortune wlll soon step down as the Deputy Petroleum
Administrator, and the regular organizatlon of the 011 and
Gas Division will take over during this ﬁeriod as the llailson
between the oil industry and the Department.

Now, there are many problems present that were not
present when the PIWC liquidated 1ts operations in 46,

The Office of Defense Mobilization 1s going ahead full steam.
And you heard somethlng this morning of the long range
planning and the new plan, new type of planning that has to

be done by-ﬁhat organization., And it is all the more impor-

tant that we continue to support Mr, Stewart and his
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organization with competent and trained personnel. We
have got a good deal at stake. As the fepresentative of
the Office of Defense Mobilization told us this morning;
many new requirements will be made of this industry.
Studles need to be made on the quest;dn of decentralization;
providing of additional facilitiles, some of'which we will
get under accellerated amortization, And I think that is
one problem that I think Mr. Stewart willl face rather
promptly in dealing with this new work that he will take
over with the passage of PAD.

And so, Mr. Chairman, aﬁout all I wish to‘em-
phasize here this morning is, with the passing of PAD
the responslbllity of 1ndustry to supply the Government with
competent personnel does not cease,

Now, as most of you know, we have not taken it
upon ourselves to plck men and plant them in Government.
That has never been the objective or the program of
Industry or the Personnel Committee. It has been our busi-
ness po supply required or requisitioned‘peraonnel as -
needed and, of course, when the men come here they come
here as agents and representatives of the Government and
| sever, to all intents and purposes, their official .
connection with business and with the industry of which they

have been a part.

But please bear in mlnd that the commlttee that
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has become dubbed more or leas the "arm-twisting committee'
of the Council will continue 1ts function; and we will
expect you, as a matter of duty and responsibility, to
continue to give ug the kind of men that Mr, Stewart and

Mr. Fentriss and the others here in Washington will require.

That is all, I think, Mr. Chairman. (Applause)

CHAIRMAN HALLANAN: Thank you.

Abéut a year azo, gentlemen, in the face of the
realization that Mr. Ed Warren was compelled to forego a
continuance of the dutles as Deputy Petroleum Adminlstrator,
they looked for a successor down 1in Washington to step into
a very active direction of the affairs of the Petroleum
Administration. The Committee on Personnel was able to
prevail upon a man of fine achlevement in the industry to
make the necessary sacrifice that 1s involved in glving up
his private activities and to come ©o Washington and to
take over what, in many respects, is more or less of a
thanﬁless job, but a very important Job.

We were, I think, exéeedingly lucky to be able
to prevail upon Joe LaFortune to undertake this assignment.
And I, as I sald 1n a yemark previously -- 1t has been a
wonderful thing to go through the years that I have gone
through as Chairman of this Council to realize the fine
acceptance that we have from men in undertakilng, én asslgn-

ment which does not offer very much in the way of financlal
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eward, but a lot of hard work. '
tk\\ Joe LaFortune has carried on in this capacity with

grea:\bredit and with outstanding success. 4&nd I w to

supplement What the Secretary saild this morn and what

Joe, 1t has Peen a fine“bppprtunity to cooperate

with you, and y have done grand work, an know I be-
speak of thé/éentiments of every member of the Coundil
when_'/%eli you that we have é deep sense of thankfulness

you for what you have done.

“Mr, Joe LaFortune. (Applause)

‘-‘ﬁ)}}/ MR. JOSEPH A, LaFORTUNE: /Mr. Chairman, Ladles
and Gentlemen: I come before ybu to give you my farewell
speech, and I do not have a prepared speech. I do have g
few notes; and I am going to show them to you, and thep
quickly bring to an end the few words fhat I think that I
should address you,

! Here are the notes that I have been handed
(indicating document). For the beﬁefit of you who don't
know what 1t says, 1t says "PAD foams, deodorizes,
sanitizés, then simply flushes away." (Leughtag)

““That is Just about my position here today. . For

the ﬁast three months we have been liquidating, planning
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on reactlvating the Qjé~and—37 We would like to see the
@hﬂ.and}éés ﬁﬁ;ision operate on a smaller scale than the
PAD. And I believe we have set it up to do that Jjob.

"It 1s going to need a little help, as Mr. Jones
has Intimated to you, frbm time to tlme. Andg, to.be
speciflic, Mr. Stewart is going tolneed a good refinery man
and a good pipeline man.

”EWe have lost Joe Boice Just recently, who has
cémpleted fort&-twq years with the Qovernment; and the
refinery man has also departed. So we do need those two
particular individuals. And any help from any of you who
know of a good man who you think would fit in on this par-
ticular work, 1t would be a steady Jjob with the dEQﬁZEL;43.

"' The pipeline work that we have been on for the
past three months has not been very frultful. I am going to.
prepare a report to Dr. Flemmling, of the ODM glving our
efforts, at least.

“ The tax amortization continues on at the rate of
fifteen to twenty requests pér month, So far we have_O,K.'d
in excess of four blllion two hundred million dollarﬁ worth
of tax amortization since PAD started. That 1s quite a
record. All of you are quite aware of ybur own respective
setups. And I think that will continue on until negotiations

have been reached.

//In regard to working and assuming this position, I
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have been very happy to work under Secretary McKay. He
has Just been a wonderful man. | L

1 | Gﬁﬁﬁf;f

Mr. Fellx Wormser will now head the O-@ amd: D.

Mr. Stewart will be working under him. Mr. WOrﬁser, you
wlll find to be ver&, very cooperative; and he thinks our
way and acts our way. I am sorry -- he just now came in --
he didn't hear what I had to say about him. But Felix, I
am Just telling the gentlemen'that I have enJoyed working
with you, and that you are now golng to be taking over

uhEr
O~g—and=~p, and I can assure them that a very fine job wlll

be done by Mr, Wormser and Mr. Stewart for the ef%ﬁggg;;,

(' T have had some very pleasant experiences up here
in Washington. Only yesterda& I redeived an invitation to
have luncheon at the White House., It was not with our good
President, but with one of his men. I had the opportunlty
to pick his hat off the hat rack and put 1t on, Just to say
that ‘I wore the Presidentis hat‘ even 1f 1t was Just for
a moment.

//4r;w elosing here, gentlemen, comes with a 11tt1é
regret; but at the same time, I feel like the job has been
done. I hoﬁe that I have done a satisfactory one for all
of you; and I know that I can tell you that I have been

down at nine in the morning, and leaving at five-thirty,

and I have missed out on some of the things I have been

used tc. But perhaps from now on, why, I may be able to

i




enjoy a little more of that down the road,

aiI want to thank each and every one of you for the
cooperation you have given me.

\ In conclusion, I want you to know that 1t has
been a happy assignment for me here in Washington. Thank

{

you very much! {ipgiemee)

e et o

\‘\ CHAIRMAN HALLANAN: Gentlemen, I feel that Mr.
\ .
~Jonea! remarks were particularly approprlate when he
, | v
referred to the sacrifices that have been made by/those of

our industry who have come here to staff the gﬁéérnment’s
Departments, PAD_and the oil and gas divigiég, and the other
agenciles related to our petroleum actlvity.

It recalled to my mind t?;t at'a.former meeting'
of the Council Mr, Frank Porter Fdégested that appropriate
action be taken to express the’;gpreciation of the Council
and the thanks of the Council fog\t ese meﬁ who have

served In the Petroleumﬂﬁdministration for Defense, and

are leaving the Government to go back 1nt industry.

That statément of Mr. Porter's was

in a resolution which was adopted by the Council)

4
a

for the appoirtment of a committee to assume that re
ity. I dld not appoint the commlttee because I felt at \\\

the tim (1t would be better for the whole job to be done

when /PAD was finally concluded. And now, as we face the

_clusion and the finality of PAD as an agency, 1t
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seems to me that we should look forward to expressiqg}in

5

/
{ some appropriate manner the thanks of our industgj’for the

( " sacrifices and the time that these men have m?;féy.
There are a great many of them.ﬁ/l/see bick Lawton
sitting here, who gave valuably of his ti for a good
many months, and Alfred George Wilson,_éﬁd many others. And
-I now prqpose to appoint the commlttee to take such
apprOpriagé\action, and that commlttee will consist of:
Mr?\Frank Porter, as Chairman
Mr. W.\Alton Jones

Mr, W. K.\Warren //

Vi
. Paul Endaco%*lz S
L \ /
Jacob Blausteip
y

William Vaugﬂey

\/‘
Max Ball

/
W. W. Flenniken, \
Mr, prter, I hope that in“due course you will

ﬁﬁgall your comﬁittee together, and the facllities of the

Council w}ll be at your disposal for whatébeg\purpose you

‘,\‘
e

&\\.

'ay desire to undertake.

Now, as we heard the swan song of Joe LaFSftyne,
' h

we nbw want to hear the new song of the Director of 01l \m\

e,

and Gas Division, Mr Hugh A Stewart. (Applause)

W R, HUGH A, STEWART:  Mp. Chairman and Gentlemen:

There is very llttle left for me to say. It appears that I
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am destined to get the @11 andyas dﬂﬁision back on the
tracks and to ¢try to get 1t steamed up to the point where
it can s;cqessfully carry on the part of the work that PAD
wilil 1eavélbeh1ﬁd.

/" How much of a Job we will be able to do 18 going
to depend directly upon the personnel we willl be able to
recrult, In numbers, that will be controlled by the
approPriation which the Congress will grant for the next
fiscal year. That report 1s not yet out of the Appropria-
tione Commlttee; sb we have no way of knowing what the
Congress' thinking 1is.

" But to the extent that Congress appropriates méney
to us we will héve to go to the industry to plck men to
£111 these Jobs that we may need to fill in order to carry
on thé way the f‘@il and‘,;éhs A¥rvision should go and the
way I know you men want to have 1t go.

Y As Joe LaFortune sald, we need right now a good
pipeline transportation man who has enbugh englneering
background to be-able.to analyze carefully these places for
accellerated tax amortization. We have the same need in
the refininé end. Those are Jobs that need to be filled
at once. |

i Now, the 0GD can make use of the industry
personnel without compensatlion, at least, as,éLng as the

Defense Production Act stays in force, as presently it 1s.
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# we may have to call on the industry directly for
some additional "without compenéation" men., Ve don“trwant
to do it. However, 1f we can recruit satisfactory skilled,
experlenced technlcians in the severai lines where we
need them -- we wlll have a tougher time in this than PAD
had; When PAD was growlng we had the benefit of a lot of
men with wide acquainfanceship. It was relatively simple
for them to get togeﬁher and pick out one or two individuals
here or there through the country and "put the finger" on
them,

‘/Now, when the staff is reduced to 1ts present
size, that simply 1sn't possible for us. And we are golng
to‘have to ask the good graces of Mr. Jones and his com-
mittee to try to give us selections of names; to glve us
some candldates whom we can consider, and who then can be
made avallable for the Government service.

'/ Now, beyond that, there is one question, one
subject that we have been struggling with -- and I noticed
the rest of the people in speaking very caréfully skated
around 1£. It is a questlon that I have been asked at
least twice each day for the iast three months, That
question is: "Whan 1s PAD going to fold?"

fﬁI sti1ll don't have that answer. But we have,
internally, every step taken down to the final signature of

the order by the Seeretary., The orders as set up will glve
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the Ml and%s %ision all of the responsibility that
i1t carried pre-Korea, and it also will delegate to thef311
and %aa igfvision &2 the defense responsibilitiea which are
placed on the Secretary with respect fo 0ll and gas in
the delegatidn coming from the Office of Defense Mobiliza-
tion,

“ That 1s going to increase our load. It involves
a lot of other problems. But I think we can set it up to
make 1t go. Now, the order can be presented to the Secretary
Just as soon as we ﬁave certain rather minor administrative
matters concluded. That can't be this week, It could be
next week, or within a matter of two or fthree weeks. And
the only thing I want to say 1s that we have'been
straining every effort in the past nlnety days to get
everything cleared up. |

/ We have one important problem that we had to
get behind us. That was the reestablishment of the Foreign
Supply Cpmmittee under the voluntary agreement in a form
that would permlt Secretary Wormeer, as the Assistant
Secretary for Mineral Resources to replace the deputy and
would permit him to delegate supervisory responsibilities
for that committee to p3rsonnel in theé%il andugks.ékrision.
That 1s now reaching its conclusion. And I think in the

next week the new voluntary agreement willbe set up, the

new committee will be organized as well as appointed, and.




1T
that we will have that one thing behind us.

¥ Those of you who have -~ I bég your pardon, that
Forelgn Petroleum Supply Committee probably realizes the
contribution that has been made to the military and to the
PAD. Others don't realize it. But we get through that
route a quality and an amount of oll information obtainsble
no other way, And it is one of tpe things that we were
very much concerned about in having 1t reestablished in
an approprlate manner.

J(Now, Walter, I want to express to you and to the
whole group my own appreilcation for the Job the Councll and
the industry has done in the support they have glven PAD
over the past three and a half years, and with a continued
wish for that sort of support, and I have no question in the
world but what we will have it. We will get theC@il and
}Qﬁsﬁ%ﬁaﬁion going, and we will maintain this lilaison which

is so vitally necessary for the defense of this country.

" hank youtl = |
o CHAIRMAN HALLANAN: Mr. Secretary, are you pre-
pared now -to present the budget for the year?

SECRETARY~ RER-BROWN: In order to maintain
the administrative wqrﬁ,.that is, ce requirements
of the Council for the calendar year 1954, I ﬁoqld appreclate
your approval of a budget in the amount of $85,000,

«+» It was duly moved and seconded that the pro-
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posed budget be approved ...

- CHAIRMAN HALLANAN: You have heard the motion.
All in favor indicate by sa&ing "aye" contrary "no." It
1s so ordered.

+«+ Unanimous .;.

CHAIRMAN HALLANAN: Is there any New Businegs,
gentlemen? |

MR. JACOBSEN: Mr. Chairman, my business isn't
exactly new; 1t is rather old; but I would like to add my
volce to the tributes that have been expressed this morning
to our very distinguished Chairman. We ave proud of you,
Walter. You are doing a splendid job. It has made great
demands on your time, and you give 1t willingly for the good
of our industry and of our country.

If I may be allowed to be a little bit critical
of Ed Warren's Nomlnating Committee this mornlng, he should
have nominated you for life, and I am guite sure 1t would
come through unanimously. As a matter of fact, I don't
think there 1s any way that you can get rid of this Job
except by commltting sulcide, and I hope you won't go that
far! ({Applause) *

CHAIRMAN HALLANAN: Well, the one reason that we
have been able to go as far as we have 1s because we had

a good, competent, alert Chairman of the Agenda Committee,

Al Jacobsen. So I will put it right back in your lap,
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Jake. You have done 3 grand_Job through the Agenda
Committee. |

Is there any further new business?

(No reaponse)

CHAIRMAN HALLANAN: If not, a motion to adjourn is
in order.

.+« It was duly moved and seconded that the
Council adjourn ,..

CHATRMAN HALLANAN: All in favor of the motion to
adJourn slgnify by saylng "aye"; contrary-minded "no."
The motion is carried.

+.. Whereupon, at 12:45 o'clock p.m., the Council

adjJourned sine die ...

ADJOURNMENT






